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:BRIEF 

1. PRJBLEM -- to determine how economic warfare effects the course of 

milit~y action during time of belligeranc.1. 

2. ASSOI~t:J?TIOJSfS 

a. That economic warfare has a profound influence on the conduct 

of modern warfare. 

b. 1fha.t ·economic warfare is continuous and is only intensified 

during the "Shoo ~ing Warn. 

c. That economic warfare is necessar.y in the successful prose­

cution of any modern war. 

d. That economic warfare is the system of missions to reduce the 

economic strength of an enerl\Y l)y preventing him from getting supplies 

of important commodities. It may be offensive or defensive in nature. 

It should be taken as all measures e.nwloyed by a nation to reduce or 

weaken an enemy, actual or potential, in his ability to wage war. 

e. That belligerency defined -- includes the two phases of war 

which are commonly accepted: 

t 1) the ncold warn or period of strained relations, such 

as the ·state of preparation which has been going on silll.ce 194'. 

t 2) the 'lho t war", or "shooting warn, which results when 

actual mili taey action is talten by either side. 

3. DI SCO'SSION 

a. General: The principles for wagi:o.g economic warfare depend 

upon the follo'IATing: 

tl) the economic and commercial facts which are descri:ptive 

of the econon:w of the country: 

(a) economic geography 

tbJ sources of rawmaterials 

t c) location of key· industries 

(d) identification of key personnel of industry 

(e) the points of a nation's economy Where attack 

will be most effective. 

(2) The proper ana~sis of these facts to determine the 

we~:~esses and the courses of action during belligerenc,y whiCh \~11 
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be most effective. 

Prosecution o:t: economic warfare requires a continuous estimate of 

the economic situation to· dete~ne ~e course of all phases ~la.red 

from naval blo<?kade to strategic -bombil'lg. Converseq, accurate evalu­

ation of facts resulting from these measures can be expected to give 

prior warning of counter measures including militaey action, which may 

result. On the offensive side, mccessful economic warf"are tJ:U:W be 

used as a force to influence an enemy to take militex.r action which he 

woUl.d rather avoid. Defensi v~ly, economic warfare \"..ril_l be the measures 

taken to maintain economic stability or_ to nullify effects of economic 

warfare. 

b. Methods of Economic Warfare. 

Until 1945, the methods of economic warfare l~re· those developed 

·ey experience and used. in World W~ I and World War II, they are: 

naval blockade, b_oyeott of trade, financial methods to influence 

economic stability, :pre-en:ptive purcnase, and. aerial warfare to destr~oy 

the indnstrial bottleneCks. 

Under the-present world conditions, economic ~~fare is no lo~r 

a struggle for supplies and resources but is a struggle between countr,ies 

having comp.Lete.Ly d~ivergent economic and governmental phi.f:.osophies. 

The result is ·that new methods of ecpnomic warfare are appearing. 

These are now being enployed by the U. S. s. R. !fhese are: 

t 1) taking over the PEO.P!E of a nation by the usual. methods 

of infiltration and there~ gaining complete control of the resources, 

t 2) upsetting the economic ap•.:)lecert of na.ti·ons trying to 

bring about economic rehabili ts.tion by economic ·aid., 

t3) disrupt&on of the normal Itractioning of production by 

COilllUU!.List inspi,red strikes and sa!Jotage, 

(.4) spread of econom-ic chaos py civil disturbance~ 
.'~' 

c. Naval Blockade 

Historically, naval 'blockade wa.s one of the. first and. most 

effective means of economic warfare. It proved effective in World 
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·war .I··u.d .was .initiated early ill Werld .war··II by the·. Allies. 

In World War II~ although the .Allies controlled the seas and 
. . 

4&t"ried _out· an effective blockade. Germany was ao-le to take 'counter 

measures to ntlllify the ~ffects ·of the t~lockade. ifhese measu.rea were: 

. (l) 

(2) 

(3) 

extensive development of substitutes 

i~ort of suppl~es. overland 

economic pressure·on countries unde:r her control 

to +ncrease her potential 

liaval blockade . .cen never again be as eff"eeti ve as ·it wa~. again~t 

. Germany. &lebal warfare makes the aemand on all nav81 facilities fQr 
. . . 

· combat ._a. convoy du'tl far greater,· so .that it will not be .. · p)lysi~al:J.y 

·possible te carry Oll.t a. blockatie agai:llst a nation such. ·as the lT. s. s. R. 

~he great size of her land mass and: the great source of raw m~teria;~s 

which she contrGls, removes the ·basis on which· .aJaY· ·blockade. is 

·establiShed: tc pre~nt import ef vital and. neeciled snP,Plies. ContJ;"ol 

of the sea lanes by the 'United Statee; will be of great impertance tf;) 

provide the lines of eOJllllnlnication 'to ~vance bases ~hich ~l.l be · 

used for· any attack. Some measure of blockade t'Jill resn.l.t as a by~. 

p~0d11ct of this mission. It. sho'lrl.d te~e the form of a long-_distance 

er paper blockade which Ctlts off Sa.pplies to the enelr\V at the seu.rc.e. 

Russia ·ean .re~ize the benefits of a· liloekad.e, or a reasQnta:ble 

facsimile thereof, .by·. measures ef eeono~~c ,and indtt.triill :p~metration. 
. . . .· ... ·. . . ..-, 

. . . ' " . . . . . . ,: ' ' ' ~ ' . . ' ' ;. " ' ' 
. . . 

Near. East, and ·~he 1ar East. lierth: #':r;i~a an(]. s~ctf,ons .of La:tP1 ' 

Ame.riea are. ~sceptfble to th,e.se s~e .m,~a~ures. Su.qh ef~e:r.ts m con.­

Junetion· with strikes and· sabo:t~ -+lil (lo~k S:r$a, .lleJ.1bor.si -ario~··.coastaJ. 

indn$try. would accomplish the .f1BmE) Tc?Su.lt as if a -t>Jtee~e were to 

be established. 

a. Jseycott, iTade .Agreements · 

:Boycott •. trade agree.nts, and .pre:-eqJtive ~ing will prcfb,8bq 

be employed by this eo't1nt17. ~··any fi1tur~ war, ·but it ·ls-'4ol1btf~ if 

these same. measares against :Russia. will be very ef:f'eeti~e.~':.,~ssia's 

.world trade is not dev~]sped to t}le extent. where he~ ttcq~,~~·,c.E>-@.Q;,j~e 
. . I . ·. ,. ·.. . • . . .•.. : > • ~~ /1 \ ./ .: ' 

serious:cy dBinaged~ nor is it :reas~ll£1ble~ to expect t,~# she)~lJ.;:'iB.lrtow 
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war potentia~ to ·become G.epenaent on tracte w:l th possi'b1e enemy countries. 

Where a; country possessing vital. resources is· involved, other meth~ds 

would be used. ::By proper evaluation of the effects of our economic 

warfare,. we slwuld ·be _able to predict l>Jhen. and where these measures 

will be taken. 

It is doubtful whether the econon:w of· t4is country could support · 

war trade agre~ents ·on the seale which would be necessary· to interfere 

with the U. S. S. R. !he price demanded for trade, agreements in tens 

of locomotives, machine liOOl.s, raw- ma'terials, and use of American 

bottoms .wou..Ld be great. Results would ·be w_eertain. 

Where this method is used in the future, and where it is effective, 

measUres of infiltration can be expected but im.ere thes~ measlll'es fail, 

and the raw material affected is vi tal to the U. S. S. R. mili~ary action 

ean· be expected to t·ollow. Infiltra~ion, ·and. in the extreme si tua.tion, 
"" ' . . ·. 

mili taey- action, s~ould not ceme as a $Drprise ·. beeanse economic in tel- · . ' ' 

li.gence should indicate enemy capabilities and probable cot1rses of 

action. 

e. Military Action. 

!raking over the source of vital cmateriaJ.s by military. a.etion hf),s 

two important effects on_ economic· wal'f·are. 

(1): It _gives the invacting country the ma,terials _and makes 

possible efficient .. economy o£ the· counCll~red country·. 

( 2) It cam.plicates the eeonomic Wflrfare of the -~the~ side 

'tw removing .• the· conqnered country .'as·a.·'source .of raw mate~ials. 
' . . . . ' 

· T.b.e ent:ey of, t.ne United States int.o the war in l9l+l imp:roved tp.e 

1U.1.1ea pos+tion ·from t.ne · stan~oint ofrawma.teri·al~ aad.· indtl.st:riai. 

eapaci ty. · It . followed· tna~ Germ~ cellla .not •. allqw Russia . to . :rema.iJ;L 

free ~CI. was farced to go at·ter .ner ifa.w ,materials by use of ,mili terr 
action. 

. . . 

It mast not. be expected that·~ u.t~en wi_th a po~icy such ~s the 

· Soviet is now following ttrilJ. resort to use of military actien until all . 
. \ 

pos~ibiiities of domillatien ·b.f i~·il.tration have _been exhellssea. If 
l . . . . . . . ·.. . . . . . . ·. . ·· ... · .... 

these measares _fail, ad.~tion of mi.I.itary aeti~n will pro-ba.b.ty rest}l.lt. 
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!he U. s. S. R. can de!a_v longer than .~s p()ssible :f"or Germaz:J;f in \vorld 

War I~, end in many cases will be able to secure econ001ic domination 

without reaort t0 force • 

.Against the l:lD.itei Sta.tes tA,e tl. e. S. !. :ts now eltl]>loyan.g 

economic ~ but by a newer application o:f the old m~thods. Rer end 

:purpose is very much the. same, to Illake herself economically s~lf­

suffieient ·while preventing other nations .from gett~ theraw,materisJ.s· 

they need.. lfilese new approaches ~e: 

{l) to gain 'control over the· people :;y ·infiltrL;,tion ~d by 

controlling the peop~e so control the .resources. 
. . . 

l2) · ·to interfere w1 th. the economic recovery ~f all natiof:lS 

reeei ving democratic aid 

t3) communist inspired strikes, sabotage~ and_ e~onomic 

disrt;tjion of industry. 

If military action is taken by the Soviet or is f·orced upon he;r, 

- . it seams reasonable tb.a.t it will be aimea. against the PEOPL"m of a 

:nation rather thall. against their ind:astries. Destruction. ~f .. the 

industriaJ. capaei ty cf a natif>n maw be overcome by relJUil~:P.g but . 
,. I . ' ' ' ' ' ' .. - ·, ' 

when t~e peopl_e who operate the factories are the ·t.-get, ~pen oper~tim 
-~· . . 

of the indus~:ry -. be stopped. indefinitely. Strikes a)%ld )sa.lj~t~€e 'ln 

industry accompliSh .this stoppage just as.ef:tectivel,y asae;r.-1,U.bell1b~ 

· ardDlent; when this fails, aerial bombardment still ~em~s. (b-J,oie~ 
. - . . ; 

enalysis o't the intelligence of eeenomtc w--a.rt~e s~ld.•gi:Ve indica.: 
' . ' '": ·, •. ' .. '.· .• '•,"" . r : .·. • • 

. . . 

tio:as o:f- the.· 'ene~~·~· course of aetiorJ. ~ill •either ·cas~ •. 

e. ·3enmter measares·a:vailab.le t~··th:e ·u~ited. Sta:t,es. . . ·. ·• - . . . . . . . . . . . . . . . . . . . ' . . . . ·)·~ 

In genez-Eil the coeter· •. mea~e$ :Whtcli···IQU.st· be.··J_eveJ.c;>ped.· .a€Bins.t 

tlle policy of economic .. chaos ere; 
. . 

t l) extension ()f mternatiena.l. · tz-&de and a· hl,gh tey:el of . 

economic· prosperity, 

( 2) stockpiling ,of .those iten1s < essential::to m~i:O.tai:nifJg our 

war potentia.!. 

~<J.OSt important measure itt t~e e*tens.ion of>traQ_~ ~s tla$·Jlar.sba.ll 

:P 1an. P~ofessor Abbott of ·liarva.J'd t1liiv~rsity. stated. reee11t1t.in., a 
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lec~e ·at the Naval War College, ":!:he general pattern ·is clear~ The 

Soviets have .their policy ·,of eeonomi~ erosion; the t1~ited State.s bas 

the larsball Plan". !hi~ is defensive economic warfare aimed :at 

~taining our potential fer war rather than aimed at injuring Bo.ssia 

d.ireetly • 

. The Marshall Plan is. aimed toward the restoration of economic 

sta.bili ty in Europe and.. when this is accompli Shed thee economic ·burden 

on the United States will .oe reliefii. In a larger sense •. the plan 

counteract·s ~~•nomic deterioration in We~tern Europe .. and. reesta..blishs 

the economic balance of power in Europe.which is essential if the / 

balance of ll)ilitary po-wer is to be relllized. Insofar as this can be~ 

accomplished the United States has anef:feetive counter measure against 

any policy of economic deterioration. !ehabilitatiori of tra.d.e with 

Western Europe is defensive economic warfare, and if the MarShall Plan' 

can provide the time re~red to allow the economy of Europe to adjust 

i tse~, the risk to the Sovie& of eq->loying military action becomes 

ever greater. If sufficient time is not provided, or if Western 

EuropeSll. eeqnomy does not recover, this means of defensiVe economic 

warfare will fall short of 1 ts goal and the policy of infiltrat'ion 

beeomes NtOr'e · .ef·feeti ve than ever. 

Planned stockpiling in close combination. with industry will te:p.d. to 

lessen the effects of &DY· sudden di.Sr1ll?i;ion in "our senrees of· vital · 
I 

supplies~. ~ais is defensive economic warfare. 

a. !he.lJnited States will continue to· employ_ the usu.al methods Qf 

economic warfare 'against :Russia, thougtftheir ef~:t~ectiveness u.nder present 

· cond.i tions lJs; limited. 

·b. f'ne. purpose .of ecoriomic warfare. employed by •. the ·o:n.fted <State's 
:' . . 

. ~11 ·be· tq Ina.intain our own war .p6tentiaJ.-.ratl1er thall. to di~ctly. injure 
~ 

the war. potentia~ of :B:o.ssia. 

c.. Offensive ·economic warfare for the Un,.i ted S.tra.tes will probably · 
- '. ~ ::r. 

be_:'i~ift~¢1. or postponed. entir~ly tlntil_lililitary acti.cn occurs. 
•'~; 

i. d~ Metho9-s of economic warfare errtployed by Russia are .aimed. at 
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the people of a: nation for control of the resources :t: ... oll0w's control of 

the people. 

e •. MilitaJzy" ~tion on the part of :Russia will be deleyed as long 

as economic warfare can be made to produce the . end resu.l ts. 

f. . Milita:cy" aetion as a. measure of ·economic warfare \dll tend 

to oe aimed against the pe~ple o:f a nation rather tban against industry. 

g. Economic wan·are e:ffective.cy- waged mEW" force a course of 

milit~ action on a nation w.hich she would rather avoid. 

n. Stuqy of intelligence of economic warfare Should i~dicate 

wllat measures Will be taken by an enenw ctUring both phases of belJ..iger~ey. 
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EOOl'TOIU C w.AU'.A.1rm 

If{ 

TID OF BF.LLIQ'm'I!UiiCI 

l. P~:BI&E · --· ·!o dete~i:D.e how eoonomie warfare affects the couse of 

military aetion. during time ef bell~rency. 

2. .ASsaMPTIONS 

a. that economic li1Elrf~ has a profound. influence· o:a the conctg.et ·· 

of m(l>dem warfare. 

b. that economic tad-are is continuous and is 0~ intensified 

during the ttshooting. warn. 

c. that economic warfare is necessary .in the su.cc.e~sful prose .. 

cm.tion of S113' modern war •. 
I 

d. that the definition of economic tvarfare is in the relation 

. o:f economies to war which is expresseci in three phases: ·war economy, 

milita:ry economies, and economic warf~e. 

(1) War' economy --.those m~a~es and means ~en .as ratiQn- ttr~ 

in€. of war materials and foodstuffs, . priee control,· labor eonscri]>ti,on,, 

and war finance. 

( 2) Military economies --·~· tne .coordination between. ~ili tary 

and economic measures which is esr:Sentia.l in a· war eee®my to fu.J4r 

develop the war potential of a eauntr.r. s~~ili:ng ef ~tra.tegie 
'- ' - .. 

materials,·· d.eveleping ~.a.ti;.tll.tt,eSi:;: .. f.L·~J:&t-i:e:~ ~ter:ta.l.s, a;ad tx_pan9ine 
i ;·::. '. ·_. .... _· .• 

indu.strial capa..eity are: i:c~~~f:.. ..~!·{(~~.\~economies. 
(3) Eeo~omic warfare ·~>iij~·JJYstem ot mi$sions to re)duee the 

economic . str'ellgth 0f an enenw 1w. p;re~~ting him from ~tti~~ sa.pp+J.es 

of iJnportant eeinmodities. 

I , . • 

power ~0· wage war' 'tw / ~estroying tne ieeonomie stao;l:t ty, by' means of 

· bl~ekad.e, .,<:>r by oi;her measures to prevent the fl.aw>of sapplies fro~ 

abroad.. It shouli be. consiiered aS a11 :Qleal\nlres. e$p]l)y(94 '91' a nation 

to remee or :weaken. aa en~, actual or potenti~, a hi.s a.bili ty 

·tow~ war. 



·e. that. belligerency ·defined-- ·ineludee the two phases of war 

which are commo~ accepted: 

tl). The "cold war" or period of. strained relations, such 

as ~s been going on sine·e 1945. 

{ 2) · !he "lao t war", er "sb.oot'img war", which results when 

actual military ae·tion is taken by' either side •. 

3. DISCUSSION 

a. General: the principles for waging economic warfare depend 

upon the following: 

( 1) the ·economic and commercial facts which are .d.escripti ve 

of the economy of the country: 

(a) · economic geagrap!v' 

· ~b) sources of raw materials 

\ (e) location of key indUstries 

(d) identification of key personnel. of i:ri.dust17 

(e) the paints ef a nation' s economy where 

attack: will be most effective. 

(2) the proper ana.1Jrsis of tlaese facts tG'> determine the 

.weaknesses and the courses of aetion which will·be most ef~eetive 

during belligerency. 

Prosecation pf economic wai"fare requires a contiml.Ou.s estimate 

of the economic situation to aetermine· the course of :all pha,ses being 

employed from naval bl0ekade to strategic .bombing. Con~rsely, a.eeurate 

. evaluation. of facts resulting from th~se· measures eaa be expected to 
' . . ' ....... . .· . " . . 

g.ive· prior warning 'Of any·military ·action which ·maw· result. en.· the 
( . . .- .· ' 

offensive ·side, successful eeonami¢ warfare m~ b.e used as a force 

to inflaenee an eae:my to take milit.~ action whi~h he/ WQU.ld otherwise 

avoid.. Defensively, eeono;rnie warfare will be the measures taken. to 

maintain economic stabilit~ or to 1a:a.llify the effects of eeenomie 

warfare. 

b. Methods of Economic Warfare 
J 

Until 1945 the methods ~f eeanomie warfare ~ere those d~veloped 

by ex.perienee and used i:n World War I and World. War II. 1~ey are:· 
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naval bloCkade, boycott of trade, financial methoas te influe~ce 

Eieo.nomie stability, pre-emptive purclla,se, and aerial ~~e to 

destroy the indUstrial bottlenecks. 

Under ~he present world conditions economic warfare is :no longer 
. . 

a struggle fer supplies and resources ·as has been the ease in past wars. 

It is a. straggle between eountries lla,ving completely divergent eeonc;>mie 

and gover.mnental philosophies. 1~e result is ths,t new metll.ods of 

economic warfare are appearing, making it po~sible for a. nation w1 th 
' \ 

PC?licies similar to the U. S. S .. R. to postpone the neees&i'ty fer. 

use of military aetien.. Hewever, the ultimate remed7 .fer. su.ceessfu.l 

economic warfare remains militar.y action. 

Bew. 'methods ·whieh 1B.B'g prove· more effective and mere <liffieu.lt 

to C()llioat are those being employed by the U. S. 5. · It at the pr~sent 

time. These are: 

( 1) taking over the PEOPLE' of a nation by the u.su.a.l method of 

infiltrati~a and thereby gaining complete :eentrQl· ef the reso"Q.rees, 

(2) upsetting the economic applecart of :na.tie>rts t:t-Jr:iD,g to 

bring a.beut economic rehabilitation by economic aid, 

(13) , disrtlptien of th~ . normal fMetiening ef prad.ttction and 

. . . 

(4) spread. ef e~nemic chaos by: eivil·distllr'baD.ce. 

e. :laval Jloekatie 

. B:istonca.l:cy-, the naval blaekaie has been one ef t~e first and 

me:st effeetj:ve IJ!eans of eeo:nem.ie ·Warfare. It pro:ved. effeetive in 

World W~ I ~d. was initiated ·ear~<h World War If· by the All.ies~: · 

*" ... The importame• placed Gn :ma~ bloe~e·-~·by the . .nii~a. :m·ati~on~ ~8:8" be 
. . 

8WmJle4 up in the statem6ln.t made by. ~ official :Sri tish. plibliea~ion 

in the first months of World. War II: 

".However large a na.tie~' s armie.s. and. na,vies m8t be, it can not } 

carry on the fight with.011t eertain key reseurees -- food for the 

_people and raw materials fer the faetories. · ~~eauile of ()Ur eo~d 

e_f the se~s,, we caa c!ntitn1e to draw vital. mate~~al.s tram every pert 

of .. the world.. ,!he J'azis, ea the. ,other hand~ mast $00ner e:r· ater 
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find. themselves in great diffiwlties.• 

(A:nnex 4, J.eferen.ce 1, page 5; Reference 2, page ~') 

In World. War II, the complete centro! of the seas enabled the 

Allies to make effeeti ve use ef: the b~oekade against Gei'Jflal'JY. In 

spite of this, SerD19DY could and did take cellll.ter measures to nullity 

the effects ef the l>leekade. These measures were: 

{1) extensive developme~t of substitutes for critical 

materials '-and components. .b. often quoted. statement' of an official · 

of·· the :British Ministry of Eeonemie Wart· are was that they did not 

Underestimate the neetis or resources of the Ge:rma;a eeonoJJ1 bat that 

"German ingenu.i ty in developing saostitutes for eri tical ~ater1als 

and eompone~ts was great)J."Underestimated". 

(.Annex 4, Reference .3, . pages 7-$) 

(2} import of Stipplies from other. land. · !raffie from the 

Far East via Trans-Siberi.aa ~lwq wlrl:eh brought h a eon.t1nut1s flow 

of Stt.PP~ies togethe~ with t~wq traffic through Ita]t, was 

'tlllinterra;ptet. 

~ ( 3) economic pre_sSlire on. e~ tries under her' eentrel te ~ncr ease h 

her awn. war potential. !e aeeemplish this, hrmaDy includ.el the 

economy of~.~ eenqo.ered. .. ceuntry within her· own eeenomy. Compre­

hensive ratie:aing was used a:ad. incmst:r:y Wa.s comm~d.~ered ·.· f~r ·.war 

production regardless ef special needs -:... ~th emEf ~ J>n.g -.;.;o produce 

war materials in the greatest poss~'ble v;olume. 

(hnex.4., Ilefere11ee LJ., 'page 2Gl7; a,ls$ . .Atme:X: 2) 

Im Septem~er 19313 Hitl•r expr~~sed his vie.ws on the Z.eSDJ.ts of 

a:Dl.·J-.va.J.·l>leeka.de ·as fellows: HTA~····~rJJ1an ·eeenomy has• been· sa 

e~nstru.eted. ~liat at SW'· tj.me sb.~ ~· stand on her .e.WD. feet in .. complete 
. ' : __ . ' 

in.depe~ien.-. ef other CO'al'ttries. __ ~is ~s been sa;eeessfull.f ae.bievecl. 
. . 

.Already -~. ~he' :tho-t ef a 'ble.(tltE!d.e of f.iel'll~ Call be bra~e<l 

aside as a eempletel.y ineffeetiv• weapon". 

(Amtex 4, Itefereace 5, page 981) 
.\ 

:laval blockade ean never again "be ·even as ef:t~eti ve a$ it. was 

against .Ge:r1nany. Global warfare and the eenf"liet 'oetween·;worla~w:i.d.e 
! 



alliaees make the demam.d. en all naval fa.eil; ties for combat· ana 

convoy d.ntY f-ar E:!eater, so t~t it will not be p:bysieallf possible 

to ea:rry oat sa ef:feetiv~ blocltade e&ai:ast' a .nation such as the 

tT. S. S. R. fhe great size of her land mass and the great sou.Pee 

sf rGl-w materials Wb.iell ·she controls, removes to a large extent tile 

basis oa 'waieh arq blocka.ie. is es~ablished.; to prevent import of 

vi tal and. aeed.ed. sa.wlies. It is certain, however, that contra). af the ·. 

sea lanes by the United State·s wi~l be of greatest imper~anee to prt)vide 

the lines of eolDJll\Ulieation to advance ·bases which· will be usecit for a1J7 

attack on .Rassia.· ~ome measnre of blti>ekad.e will reso.lt as· a by-product 

of a.eeomplisb.i:g.g this mission. It should take the fol!ll of a long 

. distance or paper blockade which seeks to cut off ~pplies ta the enemy 

at the source. 

The paper 'bleekade_ operates by means of its· three ba.sie instru.­

ments, the navicert, t~e ship's navicert, and 'the ship's warrant. 

!he navieert is a permit fe~a§Sage thro~ a blockade given at .the 

.pert of· 0:rigin as a system te eentrol all · geeds passing in tr~te . 

between nea:tral eo11mtries. !he ship's navicert was ~lieable fer 

a partiet~.la:r eensigDment for a single vctrage thre~ naval eontrels~ 

. The effect e:r the navicert qstem ··was ~hat a ship Bot po.ssessing the 

required papers was subject to immediate seimre. 

(AD.nex 4, Reference_ 3, :page li+) 

!he smp' s' warrant was used. to 'entitle a vessel to -tlae ise ef 

.. port faeili ti.es of allied nations prsvidi.ng tb.e ow:Q.er agteed. to COJIJ)l\1 

with all allied. :naval eE>n-sroL, Ia$a8Q.res and not to .. give lip eotttrol of 

his v~ssels withoat ap:proval of &.llieci aath(!)ri ties. ''!hesen11D.e.th0.Q.sfef 

paper bloekaae provide tlae.· greatest eeoneJAY ~Jilihin preseat· us~ftl.l.ne~s 

o:r naval "bloeka.de. 
I 

Bu.ssia., e:a the ether h.and, ean. realize the b~nefi ts ef a bleek~cl~, 

or a reasal)lab.te facsimile ~thereof, by measu.res ef eeon.oJiiC and. in.tbl~tri~ · . ·.- - . ; ·, 

pene"&ration. E:r:f~:rt's en a glel>al seale to Cllt eff· tke ind:astrial parts 

ef the world. from their normal souees of· raw mat_er:la.ls are now il1 

progress with. treable present in some Glegree im. Sou:theast 4~la, the 

Bear East.. and. the Far East. l'~rth Afriea and· sections a f. :Latin. 
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.America are eertainq suseeyti-Ole to :.~these same measures. Saeh e:ft·orts 

in \conjt1llction with. strikes and sabotage in. doek areas, harbors, and 

eea.stal iudn.strial establishments wauld accomplish the same end result 

as if a blockade were to be established. 

(Annex I+, Refer~nce 6, :pages333-YJ-) 

d.. :Boyeett, !rade Agreements. 

( 1) In World \far II, by the Enenv Act, -G-reat :Sri tain issued 

· a blacklist of firms tha.t operated. under German influence. ·13y the same 

Act~ Great ::Britain prohibit~d. business with these f'irms rege.xdless of 

nat~ona.li ty. In 1!9110, the Um ted Kingdom Commercial Cozpera.t~on. was 

set up to inte:asify :British trade in the llalltan.s by means of pre-e~tive 

purchase. !his. decreased· the .:t·low of commodities to GemaJ31 beeaa.se Great 

:Britain woula new pq more for the goods than Germany. As a price fer 

usimg these me thetis, Great :Britain was called. on to aaswer. the demand 

at· the :Salltans far armament and financial .assistance, and a special 

loan was made te 1'm.rkey in Jarm.a.I7 l'qo :for 114()),000,e€Xi) po~ds e:f which 

25, t)OO, 000 pounds. was te go into armament. 

(.b.nex 11-, Reference 1, page 133) 

{ 2) :Boyeett, trade agreements, and pre-emptive beying will 

probably be employed -by t.nis country in ·Bifi future war, -tm.'t it is 

dou.btfe.l if' these mea.sa.res ag-ainst :Russia will be ·as effective as in 

World War II .. ltassia• s world trade is not developed to the extent Where 

her economw could be serious~ d&~a~d, nor is· it reasonable te expeet 

that she will a.l.lev; her war potential to> become ctepen<ient on trade· With 

the T1rdted States or other CO'Q,tltries favorable to 1il.S. Where a country 

possessing vital resources is involved., ether met.ho<is o~ infiltration 

are available . to her ad wou.ld be used. :By prepe~ evalu.tian o:f' the 

effeets of our ee~~nl.omic warfare,hb.owever, we sheuld ·oe. able to predict 

when and where these measores wi.LJ. be taken. 

Employment sf ·the usual methods~ of economic warfare by the U:rdted 

States _JD8l' act as a disadventege since it is· doubt:f\Jl \\ilether the econony 

of this eountey could support· war trade _eg.reements on the scile \Clich 

would be nec~ssa:ry to hiterfere with the U. S. S. R. The price d.emM.ded 
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for traite agreements in terms of lo.comotives, machine tools, raw materials 

and use of .American bottoms 'JOuld be great. Results would b~ tUl.dertain 

becanse the wide spread. Communist party and~ its sylll)athizers would 

assist in resisting, or at least mske. very costly, ~ ~Tar Trru:te .Agree­

ments by this country with other countries having raw materials VI~At to 

our war ~conOJI\V. Maintenance of economic s_tabili ty in area.s important 

to the United States would ce required and the difficu.lty iri face of 

large scale economic penetration being carried on by U. SJ. S. R. wou~d 

be great. 

Where this method. is usecl in the future, and 'Where it does inter-

fere l'Jith the U. S. S. R., measrtres of infiltration cen be ex,pected., 

bo.t where these measures fail and the raw material affected is vital 

to U. S. S·. R. milita:ey- action can be expected to follow. Infiltration, 

and. in the extreme situation·, military action, should not come as a 

~rise becanse economic intelligence Should indicate ene~ e~abilities 

and probable· courses of actien. · 

In World War II, when economic warfare of the Allies began to 

work in full stre~th the Geman gever.mnent was forced to take military 

action to se.eure those materials essential to her eeonoll\1. It is a 

valid eon.elusie>n that the losing sicle in the economic w~fare will adopt 

all possible measures short of military action to -counteract the effect 

· . of economic warfare. However, when the !low of vi tal matez:ials is 

stopped and no other course of ae,tion remains, military action to get 

those materials is a most effective means of counteraction. 

e. tili tary a.c tion. 

Taking over the source of vi tal miateria.ls by mili ta.ry action has 

two important effects on economic warfare •. 

(1) It gives the invading· country the materials and makes 

possible efficient eeonofuy of the eon<J!lered country so as to exploit 

fully 'its resources r or war. 

{2). · It complicates the ·economic war~are _of the other side 
.. 

because it removes the conqu.ered country as a. source of raw materials. 

Specifically, Gelman domination of Earope as a. ireStllt of~ military 
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action forced Great Britain to seek her :raw materials from remote places 

overseas. This placed a tremendous burden_ on her nav· ai\d merchant 

marine. See Annex 3 for comparison of Great :Britain's ~orts from the 

continent and the total required for the year 1938~ The Annex shows 

that a large percentage of Great :Britain's imports came from the continen-t· 

and points to the fact that 

( 1) military action by GerntallY was the only solution to 

the. offensive economic warfare being waged b,y Great Britain, 

(2) . it proved to· be a most effective counter measure. 

In addition Germany could now ca:rry her economic warfare to an end ) 

which would not be ·adopted by a democratic nation 'bu.t whieli ldll be the 

normal course for a._ totalitarian government: add the industrial poten­

tial of Europe to her ow.n war potential. As a dramatic example of this 

the "so.bjugation of France, :Belgium, and Holland provided ready arm•ent 

for 300 to 350· divisions". 

(Annex 4, Reference 4, page 2!.D7}* 

It was estimated that military action provided the means for betwes 

1/6 and 1/4 of the total war effort against the Allies' bu.t the risk of 

military action was forced on Germany by effec~ive economic warfare. 
I . 

Completed, this course of action largely eliminated the effects of 

economic warfare by ~he Allies and placed them at a disadvantage. 

(.Annex 4, :Reference 4, page 207 & Beferenee 1, page 140) 
' . 

It was. obvious now that the war 'WOuld be a. long one and that even 

greater supplies of war materials would be necessary. Hitler, at this 
l 

time, had the whole of Eu.rope except Rassia under his control and the 

only source. of raw materials beyond his control was. now irl the · Ba.ssian 

Ukraine. Since this area contain~ a lmge part of 811 the raw materials 

.of Bo.ssia, if it c·ould be included within the Nazi eeenomy, Germany 

could withstand. a defensive war for an indefinite period of time. The 

eatry of the United States into the _war in ·19tJ.l improved the Allies 

position from the standpoint of raw materials and industrt~ ~apacity. 

It then .followed that a le:ng war was in the making, one that eeuld aot 
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. be supported by Nazi Europe if Russia remained free. ·Germany was forced 

to go ~ter the raw materials of !hlssia by use o:f: military action. 

The course of developments -of economic warfare should be regarded 

as point~ to .the military action which was tal~en by Germany and her 

failure to secu.r~ the Ukraine placed. ~r in .a serious position from an 

economic standPoint. On the · oiher haz;l.d, it must not be expected tlu3.t 

a nation following a policy, such as the lJ. s. s . .R. is now following will 
' . 

resort to use of military action until all possibilities 0f domin.at~on 

by infiltration have been exbansed.. If these measures fail,. however, 

adoption of military aetion will probabl;v reiSll.lt, but the advantage of 

, being able I to d.ela.v mili tal-y action for a ·longer period of time remains. 

The tr. S. · S. R; can delq longer than was possible for Germany in W9rld 

War II, and in many cases she will be able to secure eeonomie domination 

without resort 'to force. 

1'he U. S. S. R. is employing economic warfare against the tTni ted · 

States at the present time but by a newer application of the old ~ethods. 

Her end purpose is· very nm.eh the same,· being to· make herself economically 

sufficient while prevent~ng other natio~s from. getting the raw materials 

they need, and destroying economic stability whenever possib.le. These 

new approa.ehes are: 

(1) to, gain control' ov~r the p~ople by infiltra~ion and ty 

controlling the people so control th$ raw materials. 

( 2) to . interfere w.i.th the economic reco~er.r of all. ~ations 

receiving democratic aid· ntside· he.r sphere of influ~ce. 
'. . ";· :_. ' 

' \ 

communist inQtred strike~; sabotage,~ and e eonomic 
' ' 

disruption of all industrial bot·tlenecks •. 
' ~ 

..... r ...... .-· 

i1aese methods ar. eeonom1e wart~~. in ~he most effective f~rm 
I 

beeanse not only is: the opp~sin.g $ide eat· off. from m.eeessa:ey- raw mai- f 

terials]_"tn{t also an, additional sstrain i$ :pla,~ed oa.'the :8Cf3n<>mie · 
•.. : . 

s:t~bilitr of the c9tm.try involved iD eeonomfe warfare with the' 1!1. s. s. Jt. 

l:r. J~es Byrnef has expressed t~e broa,d. aims of the T:i ... S. S. R. as 
l' 

follows: ".By .tlie threat of ertrikes and:oy· encouraging tiiseon~ent 

'i 
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they can in me.ny· states exert power without having respo:m.sibili ty. 

fJ-reeee is apparently their fi:rst objective. 1~ey are like:q to seek 

next, thrGtlgh. the usual infiltration method, control of the -Italian 

Government. 1~is would be because of the mili ta.ry e:f·feet it weald have 

on. Greece ~d hi-key. Icldo not doubt that their ultimate geal is to 

dominate, in one WS'3- or· another, all of Europe." 

(.Annex ~. Reference 7, page 294-295) 

Te prevent the reestablishme:m.t of economic stability in. Japan, . · 

U. S. S. R. ean be expected to seek to infiltrate ,into Maneb.uria·, the 

Bahr of that part of the world., and. control its 40,000,000 people and 

the raw materials ~herein. This will favor Ro.ssia because normal e~•nomle. 

fUI:letions. ean not be reestablished.. Baw materials· from J.laaelllu'ia fer 

the industrial: capacity ot·· Japan will be cut and will necessita~e .imports 

to J~~ from far pla.ees at.grea.t e;Pense.~ ~he purchasing power 

represented bf the 4€>,000,600 people of Manchuria tdll not "be ~vail-
4 

able to Japan and the resalt wi,ll be ~o make extremely dif'f"iealt th• 
eeonomie recovery of. that eount17. 1his is an extension. of the methods 

of economic warfare w.t tlirl.n . the definition -- weakening the economic 

strength of a.·eeuntrr. Ifllu.ssia ean mal<::e the eost of eeonomie re~b-

ili tation of Japan prohibitive by these methods. it m~ be the trnited 

S'tia.tes will be forced to abandon the project and. the next step of­

infiltration by Bassia would nat be too diffica.lt. .Successful economic 

warfare the~, has palitieal resalts equal to. what -might have been 

gained by militaey action. It is military action without- responsibility. 

If military action is taken by U. s. .S. ..a. or if military action 

is forced tipon her it seems reasona~le tQ e:xpeet that it wilL be aimed. 

against the P~t!'Lm of a na~ion., · rath•r thaa again.st the briek and mortar 

ef their inG.ustries, to· cripple indllstriaJ. bottleneeits. :By me thetis of 

infiltration, strikes and sabotage, ,the goal is to get control of the 

:people and with it the resources and ind.ust.ry. I:m.sefar a~ possible 

mill tary ·action. m~ well be e~eeted. te> tatte '&his same di~ection. 

Destraetien of the j industrial capacity of a nation m;q be overcome by 

rebu,ilding even d:a.ring tb.e war lm.t When the people who operate the 
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factories are the target, then operation of the indn.stry mq be stoppe<;t 

ind.efini tely. StrLltes, ad sabotage in ind.tlstry, accomplish this 

stoppage just as eft'eetive..cy as wou.la aeria.L bombardme:rit; when this 

fails, aerial bombardment 'Still remains. tiri tical ana.:cysis o:f the 

intelligenee of economic warfare should give · indication of" the enemy 

course of action in eitiner ease. 

e. Counter measures available to the tlni te~, States. 

In general the counter measures which must . be <i~velo:ped against the 

policy of economic chaos are: 

tl) extension of international trade and a high level of 

economic prosperity. 

( 2) stockpiling o:f t.b.os~ items essent,ial to mairrllaining our 

war :potential. 

Our most _important measure in the e:Xtensi:on o:t' tra.a.e is the Marshall 

Plan •. ln the words o:t' f'ro:t'essor Charles C. Abbott of Harvard. Universi t7, 

in a lec-mre at the :m·aval War College, "'!he general. pattern is elea.r. 

Tile Soviets ~ve their poJ..icy ot· ,economic eros_ion; the. Uni teG1_ States 

has the Marsha.J..l P J.an. n. this is defensive war:t·a.re aimed. a:t maintaining 

ou.r potentiaJ.. for war rather tlia.u aimed a1i injuring Russia directly. 

· (.Annex lJ._, Reference 3, page 15) 

The Marshall plan is aimed a some extent toward the restoration 

o:f economic stability in l!,ilrope and ~he:m. this can be acco:m;p.Lished the 

buraen on the economic stractare of the United States will be re~ieved. 

In a larger sease the plan is a means to counteract ~canomie deterior­

ation in Western Europe and the reestablishment ef ·tne degree of 

economic balance of power in Europe which is essential if the ·balanee 

of military power is to be realized.. Insofar as tll.is can be aecomplishe:i 

the tJni ted States has an e:t':tective eou.l:ltermea.sure against the U. S. s. B. 

:policy of e~onamie deterioration. Reha.bili tat ion of tra.cte with Western 

Europe is defensive economic warfare an¢1 if' t.he ~lars.b.all plan can provide 

the time reqaired to allow the econo~ of ~urope ~o adjust itseif, the 

· . risk: to .the tr~ S.~ S. !.. of employing military action wil.L become greater 

as the ·mili~ary bal.anee is restored. If so.fticient time is not pro-
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vided, · or if Western European economy does not recover, this means of 

. defensive economic warfare will fall short of its goal snd the policy 

of infiltration becomes more effective than ever. 

Planned stocl~iling in close combination with indnstr.y ~~11 cer-

tainly tend to lessen the effects of any sudden disruption in .our sources 

of v~tal supplies. 

4. CONClUSIONS 

a.. !rhe Uni teet States will continue to employ· the usual· methods of , 

economic warfare against Russia, even though the effectiveness of such 

measures under present condi tiohs is limited. 

b. The purpose of economic warfare eni>loyed by the U+~.ited States 

will be aimed at maintaining our ow.n war potential rather t~1m to 

injure directly the war potential of Bnssia. This is defensive 

economic warfare. 

c. Offensive economic warfare for the United States will probably 

be limited or postponed entire~ until militar.y action occurs. 

d. Methods of economic warfare employed by Russia are aimed at 

the people of a nation and control of the resources follows control of 

the people. 

e. Military action on the part of Russia will be deleyed as long 

as economic warfare cen be made to produce the end results. 

f. Military action as a measure of economic warfare \vill \dlmi.d · 

· to be aimed against the ·people ·of a nation rather than e~ainst the 

industrial' capacity· represented in brick and mortar.; 

g. Economic warfare effective~· waged mey force. a ·course of 

military action on a anation whi~ she would rather avoid. 

h. Study of the intelligence of economic warfare should indicate 

what mea.m,u-es will be taken by an e;n.emy and \\~hen. 
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ANNEX 2 

Measures of Axis Ru.le in Occupied :Ehl.rope Inte~qled to· minimize the Effects 

of Economic Warfare 

First Order of Secretar,y General of Ministr.y of Waterstaat, 

Implementing 0rder N'o. 15/ 1940 of the leieh Commission for OeeU.pied 

Netherlands Territories concerning Transpor~ation of Persons and Goods, 

June 18, 19l.JO 

Excerpts 
I 

Section 1. In order to assure the most drastic restriction in the 

. use of gasoline, the use of ·a motorcycle or any, other . 

. motor ,vehicle adapted fer transportation 'of per~ons ... 

. . . • shall be unla.w:fiil 'tUl].ess the owner ·of the ·vehicle has 

. oobta.ined perms.sion for meh use by the· Inspeeter Ge;r1eral 

of Traffic. 

(Annex 4, 1\efer~n.ce 9; _page LtSl) 

Order Concerning the Suspension of Enterprises, Februar.v 15, 1942. 

Excerpts 

Section l. If eeon.omie conditions, particularly the supp:cy- of raw 

materials and equipment slwuld. require, industrial en­

terpri~es mq be su~pended in whole or i:a part. 

signed, Rili taey · Commander in France 

tJnnex 4, Referenee 9, page 481) 

Example of .General Restrictions Imposed on J:rance 

· "If an ·enterprise is not iinportan t enough for the German 

- war econolltV, it m~ be closed by the mili ta.ry commander, 

the reason given for the elosi~ being the reqairements 

of eeonomie eondi tiG>ns and. particular~ the supply of raw 

materials and eq_uipm,ent." 

(Annex 4, Reference 9, page i75) 



. Great :Britain's Import~ of Certain Products 1938 

Product 

Fork 

Butter 

13au:xite 

Iron Ore 

Iron & Steel 

Scrap 

Sulphur 

~he- .New .Economic ·warfare 
Jnwmin BaiSch 

. !l!ptal Imports 
in 1000 
metric tons 

450.2 

488.1 

197.6 

4021.0 

271.9 .. 

I¥¥+.7 

87.3. 

Columbia Univ Press 
New York, 1941 'page 135 

From Enrope 
except 
UIS!. 

311.5 

aJ6.9 

19Q.8 

~19.0 

2,30.7 

8)3.4 

32.8 
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